NEWS ANALYSIS NO. 1-0338 MARCH 10, 1976 
NYOKA WHITE 


COFFEE, COCOA AND U.S. COMMODITY POLICY 
ANNCR: 


TWO INTERNATIONAL COMMODITY AGREEMENTS WILL ENTER INTO 
FORCE IN OCTOBER OF THIS YEAR ~- THE COFFEE AGREEMENT AND 
THE COCOA AGREEMENT, BOTH COMMODITIES ARE MAJOR EXPORTS 
OF DEVELOPING NATIONS. THE UNITED STATES -- THE LARGEST 
SINGLE CONSUMER OF BOTH COFFEE AND COCOA -- RECENTLY 
SIGNED THE COFFEE AGREEMENT BUT SAYS IT WILL NOT 
SIGN THE COCOA AGREEMENT. VOA'S NYOKA WHITE HAS THESE 
OBSERVATIONS. 

VOICE: 

ON THE SURFACE, THE U.S, POSITION SEEMS TO BE 
CONTRADICTORY. IN EACH COMMODITY AGREEMENT, THE KEY 
PROVISION FOR STABILIZING PRICES IS AN EXPORT QUOTA SYSTEM. 
THE U.S. SUPPORTS AN EXPORT QUOTA SYSTEM FOR COFFEE, BUT 
OBJECTS TO THE SAME SYSTEM FOR COCOA. 

THE EXPORT QUOTA SYSTEM WORKS THIS WAY: WHEN THERE 
IS TOO MUCH OF ANY ONE COMMODITY ON THE MARKET, THE 
OVERSUPPLY TENDS TO FORCE THE PRICE DOWN. WHEN THE 
PRICE GETS TOO LOW, THE QUOTA SYSTEM IS TRIGGERED, FORCING 
EACH PRODUCING COUNTRY TO START WITHHOLDING A PREDETERMINED 
PORTION OF ITS COMMODITY FROM THE WORLD MARKET. THE 
WITHHELD PORTION IS STORED OR STOCKPILED WITHIN THE 
COUNTRY UNTIL THE MARKET STABILIZES AND PRICES RETURN 


TO REASONABLE LEVELS. 
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THE U.S. BELIEVES SUCH A SYSTEM WILL WORK FOR 
COFFEE BECAUSE COFFEE DOES NOT DETERIORATE. IT CAN 
BE EASILY STORED IN THE PRODUCING COUNTRIES INDEFINITELY 
WITH A MINIMUM DECREASE IN QUALITY. THIS IS NOT THE 
CASE WITH COCOA. COCOA RAPIDLY DETERIORATES UNDER HUMID 
CONDITIONS IN PRODUCING NATIONS. IT CANNOT BE STORED 
IN ITS RAW STATE TO AWAIT MORE FAVORABLE MARKET CONDITIONS. 
IT MUST BE EXPORTED TO INDUSTRIALIZED NATIONS WHERE IT 
CAN BE PROCESSED, OR IT WILL ROT. THIS, THEN, IS A 
TECHNICAL PROBLEM WHICH THE UNITED STATES BLIEVES MAKES 
THE QUOTA SYSTEM UNSUITABLE FOR COCOA. 

THERE IS A SECOND REASON THE U.S. OBJECTS TOA 
QUOTA SYSTEM FOR COCOA, IT BELIEVES THE SYSTEM WOULD 
DISCRIMINATE AGAINST SOME PRODUCERS. COUNTRIES SUCH AS 
BRAZIL AND THE IVORY COAST, FOR EXAMPLE, HAVE BEEN 
INCREASING PRODUCTION TO TAKE ADVANTAGE OF CURRENTLY 
HIGH PRICES. BUT UNDER A QUOTA SYSTEM, THE AMOUNT 
OF COCOA A COUNTRY IS ALLOWED TO EXPORT IS DETERMINED 
ON PAST EXPORT PERFORMANCE, THUS THE AMOUNT OF 
COCOA BRAZIL AND THE IVORY COAST WOULD BE ALLOWED TO 
EXPORT WOULD REMAIN THE SAME EVEN THOUGH -- BECAUSE OF 
EXPANDED PRODUCTION -- THEY OULD HAVE MORE COCOA TO 
EXPORT. 

THE U.S. BELIEVES A BUFFER STOCK SYSTEM WOULD BE 
MORE SUITED TO STABILIZE COCOA PRIZES IN A WEAK MARKET. 
UNDER A BUFFER STOCK SYSTEM, WHEN PRICES DROPPED BELOW A 
CERTAIN LEVEL, THE INTERNATIONAL COCOA ORGANIZATION 
WOULD BUY EXCESS COCOA AND REMOVE IT FROM THE MARKET, 


AND CONTROL THE FLOW OF COCOA UNTIL PRICES STABILIZED. 
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THE INTERNATIONAL COCOA AGREEMENT DOES IN FACT 
HAVE A PROVISION FOR A BUFFER STOCK OPERATION. BUT 
AMERICAN ECONOMISTS THINK THE COMBINED EXPORT QUOTA 
SYSTEM AND BUFFER STOCK AS CALLED FOR IN THE COCOA 
AGREEMENT MAY OPERATE AT CROSS PURPOSES AND IN FACT 
DESTABILIZE THE COCOA MARKET. 

THE TWO COMMODITY AGREEMENTS ARE GOOD ILLUSTRATIONS OF 
THE KIND OF COMMODITY POLICY THE UNITED STATES INTENDS TO 
PURSUE, FIRST OF ALL, IT WILL REVIEW EACH COMMODITY ON 
A CASE BY CASE BASIS. 

U.S. OFFICIALS HAVE ALSO EMPHASIZED THAT WASHINGTON 
WILL HAVE NO PART OF ANY AGREEMENT DESIGNED TO MAINTAIN 
COMMODITY PRICES AT ARTIFICIALLY HIGH LEVELS NOR WILL 
THE UNITED STATES BE PARTY TO ANY AGREEMENT IT CONSIDERS 
UNWORKABLE, EVEN THOUGH SIGNING THE AGREEMENT MIGHT WIN 
POLITICAL AND DIPLOMATIC POINTS FOR THE UNITED STATES. 
THE KEY WORDS IN FUTURE COMMODITY NEGOTIATIONS -- ACCORDING 
TO STATE DEPARTMENT OFFICIALS -~ WILL BE “PRAGMATISM” AND 
"MUTUAL ECONOMIC ADVANTAGE." 


JS/PBM 


